We use the text of financial stability reports (FSRs) published by central banks to analyze the relation between the financial cycle and the sentiment conveyed in these official communications. To do so, we construct a dictionary tailored specifically to a financial stability context, which classifies words into positive and negative based on the sentiment conveyed by these words in FSRs. With this dictionary, we construct financial stability sentiment (FSS) indexes for 30 countries between 2005 and 2017. We find that central banks' financial stability communications are mostly driven by developments in the banking sector. Moreover, the sentiment captured by the FSS index explains future movements in financial cycle indicators related to credit, asset prices, systemic risk, and monetary policy rates. Finally, our results show that the sentiment in central banks' communications deteriorates prior to turning points in the financial cycle.
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Abstract
o Scoring: classify words into positive, negative, or neutral (no sentiment)
• Randomly sample 25 sentences containing each word • Each word is classified by 2 researchers • Solve disagreement in classification o To access our dictionary, scan this code
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